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The American Steel Industry: A Changing Profile 



Summary 

The U.S. steel industry has faced increasing difficulties since the late 1990s. 
About 40 U.S. steel producers have gone into bankruptcy. While different companies 
and parts of the industry have been affected to different degrees, the two types of 
domestic producers of raw steel, integrated mills and minimills, have both supported 
restrictions on imports, which they say have undermined the ability of the U.S. 
industry to produce steel economically. U.S. policymakers have responded with a 
variety of measures, but could not prevent a new downturn in the domestic industry 
in late 2000 and 2001. 

Active and retired steelworkers and their union representatives have also 
become particularly concerned about the industry’s possible inability to continue to 
fund pension and health care benefit commitments (an issue known as “legacy 
costs”). Already, more than 100,000 retired steelworkers have lost health care 
benefits, which were funded by steel companies that have been liquidated. 
Supporters of government assistance for legacy cost relief introduced legislation, and 
the 2002 trade bill, approved by Congress and President Bush (P.L. 107-210), assists 
retirees not eligible for Medicare, who have lost their health care benefits because of 
corporate bankruptcies. Pensions are guaranteed up to statutory limits by the Pension 
Benefit Guarantee Corporation, which acted in 2002 to take over the plans of three 
of the largest integrated steel producers. 

Pressed to act by Members of Congress, steel companies, and labor 
representatives, President Bush in June 2001 requested the U.S. International Trade 
Commission (TTC) to undertake a new Section 201 trade investigation on the steel 
industry. The TTC ruled that much of the industry was being injured by increased 
imports and recommended relief measures to President Bush. On March 5, 2002, the 
President decided to impose three-year safeguard tariffs with top rates of 30%. The 
safeguard tariffs were only one element of an Administration strategy concerning 
steel, which also included a multilateral international negotiations on global 
overcapacity in the steel industry and future rules for world steel trade. Meanwhile, 
U.S. trading partners have challenged the Section 201 measures under rules of the 
World Trade Organization. 

Some Members of Congress, economists and representatives of steel-consuming 
industries have expressed concerns that measures to aid the industry are having a 
negative impact on the competitiveness of a broad range of U.S. businesses. 
Supporters of this view in the 108 lh Congress urged the ITC to give consideration to 
the impact on U.S. steel-consuming industries in the review of the effects of 
President Bush’s safeguard measures. On September 19, 2003, the ITC produced 
reports on the effects of the safeguard measures on both the domestic steel industry 
and steel consuming industries. 

This report reviews industry developments and the economic situation of the 
steel industry, including legacy cost aspects of its problems. It will be updated as 
events warrant. 
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The American Steel Industry: 

A Changing Profile 

Since the late 1990s, the U.S. steel industry has experienced increasing 
difficulties. Much of the industry has been in serious trouble since the financial 
crises of 1997-98 in Asia, Russia, and Latin America contributed to a rise in U.S. 
steel imports. After reactions from the Clinton Administration and Congress, imports 
fell in 1999 and the domestic steel industry staged a partial recovery by early 2000. 
However, this recovery was undermined by a renewed rise in imports, by a suddenly 
slowing domestic U.S. economy, and by the big rise in energy prices that affected the 
energy-intensive steel industry in 2000. Some commentators also say that there are 
still too many older, inefficient steel mills that are not competitive with newer, more 
productive plants here and abroad, and that contracted wage and benefit costs have 
been obstacles to restructuring, consolidation, and modernization. 

Almost 40 steel companies have been in bankruptcy at least at some point in this 
period. Companies operating under Chapter 11 have included Bethlehem Steel, 
Republic Engineering, Wheeling Pittsburgh, Weirton Steel and National Steel, all 
well known as integrated producers, i.e . , companies that produce steel from iron ore. 
LTV, reportedly the third-largest U.S. integrated producer, was liquidated under 
Chapter 7 of the bankruptcy code, though most of its assets are back in operation 
under new ownership as the International Steel Group (ISG). Geneva Steel of Utah, 
the only integrated mill west of the Rockies, has ceased operating and a number of 
minimills, which generally produce steel from remelted scrap, have also gone out of 
business. The industry found it difficult to raise the financing necessary for further 
restructuring and modernization. Also, integrated steel companies have had 
problems in funding the pension and health care packages to which they agreed for 
steelworkers and retirees in the 1980s, an issue known as “legacy costs.” 

While U.S. policymakers responded to the problems of the industry with a 
variety of measures, the situation in the domestic industry continued to worsen in 
2001. Under increasing pressure from Congress, industry and labor, and after 
consultations with all three groups, President George W. Bush took action under 
Section 201 of U.S. trade law. This allows the President to implement temporary 
trade relief for a domestic industry after an independent finding that it has been 
injured by surging import levels. Under U.S . law, the presidential request went to the 
U.S. International Trade Commission (ITC), for an investigation to determine if high 
import levels are a substantial cause of injury to the U.S. industry. The ITC reported 
affirmatively that imports are substantially injuring a large part of the domestic 
industry and forwarded recommendations of relief to President Bush. Although 
criticized by U.S. trading partners, the President on March 5, 2002, announced a 
series of three-year remedy tariffs, known as “safeguard” tariffs, of up to 30% on a 
selected range of steel products. 
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The Section 201 action, combined with other trade remedy actions under U.S. 
antidumping and anti-subsidy laws, a decline in operating capacity that squeezed 
supply, and an initial domestic economic recovery may have all contributed to a 
rapid price recovery in the American steel market in the first half of 2002. Steel 
consuming industries, some of which had protested the Section 201 remedy actions, 
now claim, by contrast, that higher steel prices have endangered their businesses and 
are driving their customers to seek foreign production sources. Subsequently, the 
price of steel has generally fallen again. Meanwhile, the American steel industry 
itself has accelerated a process of restructuring and consolidation begun even before 
the Bush safeguard tariffs were in place. 

The balance of this report examines the current situation of the American steel 
industry. It looks at both the domestic structure of the U.S. industry and the 
international competition, including the changes brought to the import market by the 
safeguard tariffs and the impact of the legacy cost issue on industry restructuring. 

Overall Performance of the U.S. Steel Industry 

The Asian financial crisis began in Thailand in 1997 and quickly spread. It 
dampened demand for steel in that previously fast-growing region, and led Asian 
steelmakers to seek markets in the United States and Europe. By mid- 1998, the 
financial crisis had spread to Russia and Brazil. These countries also sought to 
maintain steel production, in the face of domestic recessions and global oversupply 
of steel, by selling a larger share of their output to the United States. The result was 
a one-third increase in steel imports in 1998 over imports that were already near a 
record level in 1997. Exacerbating the surge was a rise in the U.S. dollar exchange 
rate during that period that made low-priced foreign-produced steel even more 
competitive against U.S. products. 1 According to the Department of Commerce 
study, Global Steel Trade: Structural Problems and Future Solutions, the heavy 
volume of low-cost steel entering the U.S. market drove prices below levels at which 
U.S. producers could continue to make steel at a profit. 2 

Figure 1 shows the evolution of market supply in the 1990s. It indicates the 
total apparent U.S. consumption of steel (finished and semi-finished) for each year, 
and the share that was provided by imports. “Apparent domestic consumption” 
equals total domestic product shipments plus imports, minus exports. In 2002 total 
domestic shipments of steel were 100 million tons, 3 with 6 million tons exported. 



1 It has been estimated that exchange rate changes affected the price competitiveness of both 
integrated U.S. steel mills and minimills by between $66 and $164 per metric ton of output. 
Richard McLaughlin, “Exchange Rates Seen at the Heart of Steel’s Woes,” special report 
in American Metal Market (AMM), September 3, 2001. 

2 Department of Commerce. Globed Steel Trade: Structural Problems and Future Solutions 
(July 26, 2000), [http://www.ita.doc.gov/media/steelreport726.html], A more recent detailed 
analysis of the industry’ s economic condition and the developments that led to the present 
situation is the ITC report, Steel: Investigation No. TA-201-73, Vols. 1I-1II, Information 
Obtained in the Investigation (Publication 3479, December 2001). 

3 The American steel industry reports data in “short” tons, equal to 2,000 pounds. Most 
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